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In a May 28 speech to economics students at the Universidade Nacional Autonoma de Mexico
(UNAM) in Mexico City, former Finance Secretary Jesus Silva Herzog presented a critique of the
Mexican government's debt-equity swap program, and the further accumulation of foreign debt to
make debt service payments. According to Silva Herzog, such policies do not resolve the problem of
Mexico's $105 billion-plus foreign debt. This speech marked the first time since his departure from
the Secretariat in 1986 that Silva Herzog has criticized policies which he was responsible for putting
into practice. On debt conversion estimated to increase to $1.09 billion this year, a 76.4% increase
over 1986 Silva Herzog stated that above all else, such mechanisms subsidize foreign investment.
Debt/equity swaps, he said, do not address the foreign debt problem. Resolving the debt crisis, he
said, requires the following policies: avoidince of further debt accumulation; export growth; building
links of solidarity with other debtor nations, and diversification of trade relations. Toward the end of
his address, Silva Herzog said, "Democracy and austerity cannot coexist indefinitely." In response
to questions about the reasons for his recanting of past positions, Silva Herzog replied: "I said a few
years ago that [the debt crisis] was an accounting problem, but I must confess we were wrong. The
problem has deeper roots, economic and structural ones...Payments should be adjusted to debtors'
real capacity to pay, after ensuring their economic growth." (Basic data from PRENSA LATINA,
05/28/87)
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